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The rapid urbanization in China has been resulting in the fast growth of urban 
population, along with huge water consumption and water resource shortage. Much 
effort has been taken into the construction of water facilities, which require mass 
capital investment and effective finance management. Asset securitization, as an 
innovative way of project financing mode, has been effectively adopted worldwide. 
In the present study, the application of asset securitization on urban water affairs will 
be discussed. The outcomes will provide a method for financing urban water affairs 
under China’s national conditions, which will also do good to development of urban 
water in China.  
This paper briefly introduces the concept of asset securitization, operational 
procedures and related principles.  
Secondly, the current financing status of water affairs in China was presented. A 
comparison was carried out to analyze the properties of different funding sources for 
water industry construction, including state budget fund, loan, stock, corporate bond, 
joint venture, BOT and asset securitization. In terms of the comparison results 
between BOT and asset-backed securities, it can be concluded that asset 
securitization is an effective way to solve fund shortage of urban water facilities at 
the present time. 
Thirdly, the financing operation mode of urban water facilities was analyzed 
with an inter-regional water diversion project of Xiamen city as an instance. The 
effects of SPV selection, asset pool formation, product planning, pricing models and 
credit enhancement were comprehensively analyzed, and the outcomes of the 
operation were predicted. Based on the above analyses, an operation mode for asset 
securitization application in China’s urban water facilities was proposed.  
Finally, bond and industry special risk analyses were performed to asset 
securitization financing models for water affairs, and risk control methods were 
presented. 
Summarily, asset securitization is a feasible financing method that can be 
effectively applied in water affairs. Through specific product design and simulation, 
the author put forward a operable way of asset securitization for water affairs, and 















reality, solutions to companies facing financial problems were presented.  
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